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DRAFT
1 April 1970

MEMORANDUM FOR: Executive Director-Comptroller

SUBJECT: Propo:'sed CIA Retirement Act Amendments

l. The attached legislative package proposing amendments td
the CIA Re'tirement Act combines the submissions of the Director of
Personnel and the Director of Finance. The proposals have been
reviewed by the General Counse.l and have the concurrence of the Deputy

o

2. Six of the ten amendmf—:nts proposed by the Director of
Personnel have been cleared by the Bureau of the Budget twice,for
transmittal to the 89th and 90th Congressces. In 1966 they were approved

by the House Armed Services Committee and passed the House, These

proposais are expléihed in Tab A.

3. Four new proﬁosals would: (1‘) repeal the prescnt ceiling on
number of retirements, (2) liberalize the provisions regarding prior
service, (3) liberalize eligibility for discontinued service annuities, and
(4) tighten provisions for the termination of disability annuities. They

are explained in Tab B.
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‘4, This office has reservations on two of the four new proposals:

a. Reduce age for discontinued service annuity. The eligibility

‘age in our Act is based on the Civil S.e'rvicé provision, It was ins'e.rted
: by Ed Braswell, of the Senate' ‘Arme_d Services Cornmit’ce(;
L staff, in'the fac;a of our urgings that the F‘or‘eign'Service |
age was more re#sonable. (Li_kerForeign Sef;rice, the manda-
' """':"tor‘y ;jt;firement a‘ge‘under our Act is 60, as compared
. to 70 under Civil Service.) While our Act'is a hybrid of the
L ' 4Civi1 Se.rvice‘.and Foreign Servicle 'sy'svtems., we s;}ou}d avoid
' "_'appearances of selecting ti%e most T_Libéral provision {rom each
'syétem, wifhout regard to the real needs of the Agéncy. ' I‘c" |
s diff;cglt to demonstrate the Ager;cy'need being sexrved by
‘ 5 1iberalizing beﬁefi’cs for those who foreshorten their Agency..

careers, after as little as five years of service.

-

b. erminate di ility annuities on restoration of ear ing capacity.
This proposal for tightening instead of liberalizing the present benefi’c’ "

 structure, in addition to its substantive merit, is good psychology.

RS : '-'“,E'-?';;”‘I-Iowever.‘ the General Counsel believes that the Director

BRIy presently has authority to accomplish the same result by
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regulation and that we would lose our current 'flexibility by

its enactment. Every item in a bill raises a potential

stumbling block to favorable action, Specific case

examples on the operation of this provision might have the

‘effect of 'pﬁblicizing' an abuse which we propose to

correct, Lastly, it could cause mischief for State by

bring_ing attention to a Foreign Service provision which the

Agency maintains is too liberal, These factors appear to

outweigh the psychological dividend of the broposal.

of the proposal.

5, Tl&e r(;maindcr of. the legislative package is a program for
assuring that the CIA Fund has adequate resources to meet future financial
requirements. The Fund will be depleted in 1990 if we continue to rely
solely upon present employee/Agency contributions, transfer of employee
contribution's and interest income, The proposals concerning funding are
explained in Tab C.

6o {BOB has requested the Agency to submit recommendations
concerning the financing of the system's present and future funding
deficienciés; based on the results of the recently completed acturarial

study of the CIA system. The proposed financing program is in response

to this request. The other proposed amendments have negligible cost
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impact on the CIA Fund, but BOB could insist, quite rightly, on reviewing
financing proposals in conjunction with or before considering any further
changes in the CIA retirement;:: system,

7. It is recommended that the Director approve the submission
of the atta‘ched' legislative program to the Bureau of the Budget for
clearance prior to transmittal to the 91st Congress by signing the trans-

mittal letter's to the Speaker and the President of the Senate.
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OLD PROPOSALS

-« Adopt the more liberal Foreign Service provision relating to

-salary retention when an annuitant is reemployed by the

Government (full salary plus annuity up to former CIA salary).
The Civil Service based rule in our Act pays full annuity and

reduces the new salary by the amount of the;annuity.

-- Authorize a retiree's annuity to commence the day after

separation, like Civil Service, rather than the first day
of the month following sepération.

== [The remaining four old proposals enlarge the definition

of the term ''child" and clarify the termination and

commencement date of a child's annuity to conform to
changes approved for the Civil Service system during the

. 89th Congress.
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NEW PROPOSALS

== Repeal thé present limit on the number of retirements
authorized. (The limit of 400 from 1 July 1969 to
30 June 1974 probably will be reached in last half of 1972.

- Adopt the more liberal Civil Service provision for

crediting prior civilian service not subject to

deductions (option to credit service with small
reduction in annuity)., The Foreign Service based
rule in our Act requires pay.mént to cover deductions
and interest due or forfeiture of the tim'e involved.

== Adopt the more liberal Foreign Service age for dis-

continued service annuity (annuity starts at age 60

L

for a former participant who separ_at‘es fror the
Agency v;/ith at least five‘ye’arvs of service but
‘before he is leligi’ble for an annuity)., The annuity
startsAat age 62 under our Act's Civil Service based

rule,

~«~ Adopt the tighter Civil Service provision for termi-

nating disability annuities (if a disabled annuitant's earn-

ings over two years reaches 80 percent of the salary of

his former position). The individualls fitncss for
Agency duty, not earaning capacity, is the determining
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FUNDING PROPOSALS

== Immediately increase the CIA Fund by the transfer of some

$20 million from the Civil Service F'und, representing the ‘

Government contribution paid principally by this Agency '(

on behalf of employecs whose beneflts now will be pald out

of the CIA Fund and not the Civil Serv1ce Iund., The Govern- '

©. ment's contribution would also follow the employee when

'_ he transferred from the CIA system to another Federal-

: salary retirement SYStem;/ This proposal also has been cleared‘vw |

L B . twice by the C1V11 Service Commission ané the Bureau of

8 the Budget. (It was transmitted to the 89th and 90th
i : Congresées, and favorably éct_:e;d upon by the House in the
89th Congress.) |

Adopt the same comprehenszve fundmg program enacted

a v for the Civil Service and Foreign Service systems by the

o § Lol 9lst Congress, authorizing:

a, Direct transfer by Treasury to the Fund of

interest on unfunded liability (excess of present and
' prospective obligations ovex present and prospective

assets); and the cost of annuity payments attributable

by antlie Yy pervloo,
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b. Appropriations for 30 year amortization of

newly created uafunded liability (resulting from

future statutory benefit liberalization or splary

increase).

Payment of interest oﬁ unfunded 1iabili.ty .a.nd military credit payments
will extend lthe solvency of the Fund from 1990 to 2033. The transfer
of Government contrib_ufions to the Furi'd would extend solvency for

‘ ..16 yea.rs. to 2049. This suggests a need for supplemen’éa.l funding in
addition to the proposed program, which the Director of Finance pro-

poses to review when the next actuarial study is completed in 1974,

If the foregoing proposals are nbt adopted, and as an alternative,
we might have to rely upon the ahnual appropriations process to main-
tain the Fund on a sound basis. This a;pproa.ch, however, has serious
drawbacks in subjecting the payment of annuities to the annual appro-
priat'}ons process. It would also introduce a substantial, inflexible, annual
item intp our appropriations by 1990, beginning at about $25 million and

rising-quickly to about $47 million in 2008.
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